Approved For Reletis& €]A-RDP64-00014A000100050010-6

30 August 1955

CI: Commients on Section I of Commerce Faper
"Barriers and Discriminstions igainst txpanded
Trade with the Jest Inherent in the Loviet
bloe Urstem of State Irading"

1. The Soviet philosophy of international trsde is baszed on autarchical
principles which sanction any commercial exchange only if its redounds to
the policical, economic or military advantage of the soviet Bloc. is a
result 21l trade is carefully controlled by government trading organizations.
The Soviet method of restricting and rrohibiting trade is not, however, found
in i1ts government measur<s, but in its planning arranvements which provide
muitifarious diseriminatory practices, some of -iiich are listed below by
way of illustration.

subject: Your memo of 19 Aupust requesting comuents on Jection i,
"Uarriers and Discriminstiemns ageinst Expanded Trade
with the west Imherent in the Soviet Bloc System of
State Trading,™ of draft paper prepared by Uepsriment
of Commerce for the Foredign -inisters Conference in Getober,

2, In order to have a successful and healthy relationship between the
Joviet Bloc and the Frec world, it is necessary that the Soviets subscribe
to an agreed pattern of commercial intercourse, This should take the form
of negotiated regulations or an agreenent on commercial practices between
countries with state traeding mechanisms and those whose foreign trade is
in the hands of private individuzls and firms. The inequszlity of bargaining
between state enterprises and private individuals ia clearl; evidenced by:

8. lac< of a uniform coneert of contractual reiationshi; s,

b. Lack of protection of a common system of law od
Judieial recourse.

s OGuperiority of resources of a state orgafdzation,

d. larger scale of operztion of a govermnment monoroly.

€. Absence of reliable commercial information, advertisirg
media, and trade and production ststistics in a MO0 [im
olistic state,

3. The Soviets have recognized the desirability of removing discrisinations

of the Free world in trade with the Bloc by making strenuous efforts--to

date successfully--to have western security trade controls relaxed. Thew
furthermore had inserted in the recently signed Austrian peace triuty a

clause pledging the Austrian government to "non~discrimination" in its

economic relations with the United Nations countries. 4 sinilarly worded
declaration was included in the Belyrade cammunicue issued after harshal

Tito's talks with the iussian deleg-lion, This is evidently an attem: t to
rneutralize western contruls on strategic exports to the Bloc by comitting

~SESRFF—

Approved For Release : CIA-RDP64-00014A000100050010-6




Approved For Release : CIA-RDP64-00014A000100050010-6

the two countries to non-discrimination in trade with their Communist neigh-
bors. If western countries should cut off exports of strategic goods to
Austria and Yugoslavia because the goods might be transshirped to the 3loc,
dissention would undoubtedly be crested between these two countries and
CUCO- participants,

4. The following are illustrations of outstanding discriminatory tr.de
practices of the Soviet BEloc which should be indluded or elabur:ted upon
in the study. In the interests of establishing more amicable political and
economic relations with the Soviet Bloe, these practices should be discussed
at the Foreign tdnisters Conference und their elimination formalirzed if rossible by
incorpor:tion in a2 act of regulations or agreements:

l. Faximizing Terms of Trade and the <uid fro ‘ue frinciple.

2. Insistence on strategic tie-in sules.

b, “aximizing ratic of hard goods for soft goods,

¢. Increasing Soviet demmnds and pressure.

d. OStraetegic or essentlal goods a: conditions for ;urchase of
hard-to-market gooda.

Ii. frice manliulstion

a. Fremium rrices padd for strategic and other goods,

b. Premiu: prices paid as sn inducement to trade.

¢. Bloc offers at low prices, including dunping and price
slashing. ".B. Il a, b, and e should take into zecount
weztern industrialized countries and also underdeveiuped
are-s. The Joviit. do not need to be concemed ~ith making
profits or meeting production costs and thus can undercut
“estern bids in underdevelored countries,

d. Artificial exchange rate

Ili, Unreliability of Rloc

a. Jelays in delivery or signing of agreements.

b. Heavy penalty clauses in trade a reeuents for delays
or non-fulfillment of orders by the sest.

¢. Threats of termination of trade agreements.

d. ‘amlity of goods not aslways up to svecificstions.

e. Cancellation of orders.

V. (ther Uiscriminatory Fractices
a, The US 'K has coried numerous patented industrial products
and copyrizhted msterials of the UL and other western

countries and is continually attempting Lo obtain prototyves
for this rurpose. For example, Caterpillar tractorz D=7 were
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delivered to the US_:L under lLend lLease and have heen re-
produged in the Soviet Union as Soviet tractor:s 3-80., Bleoe
countries should be urged to sign the intermational agree-
ment for protection of ratents and coryrights,

b, Jllegal procurement activities, e.g. clandestine trade,
blackmarketeering, swuggling, underwmining national law,
all of which are Soviet government poliey.

¢. Vell of secrecy which makes inaccessible necessary commer—
clal information, advertising media, and statistics on
production and trzde. In thls connection there should be
insistence upon publicution of full trade st .tisties.

d. Activities of Soviet expediters {contract inspection in
free-world shioyards, loading supervisors in yorts, ete.)
in westermn industrial and commercial centers; it is difficu.t
to distingulieh expediting activities from espionage efforts.

e. Relnsuraunce practices,

f. tort practices which often result in additional .emurrage

expenses,
he. “nforcement of itwelve wile zoune.

5. Additional suggestions for discriminatory practices may be gleaned
from the sugrested charter for an Intemstional Trade Orguni.ation of the
United Nations and from the charter of GATT.

6. In order to ascertain the exverience of US business zen in actual
trede transactions with the Sovist Bloe, it might be desirsble to work
through GO contacts, Commerce Jegartment informs us they do not receive
many comjlainis from 11 firws as ther are considered business secreis.
Commerce does have a file, however, on caseg on which arbitratlion has ben
unsuccesafully sought in the USUH.

7. The above remarks aprly primarily to the Luropean _oviet Bloe. The
situation with reference to Communist China is even more complicated and
must therefore be carefully considered,

SECHEF

Approved For Release : CIA-RDP64-00014A000100050010-6




